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West Virginia remains stuck in the doldrums, more
than two years since the last national recession began.
However, the state is not alone in this circumstance. In-
deed, the national economy has only recently begun to
generate stronger output growth and is doing no better
than the state, in terms of job growth and the unemploy-
ment rate.
Let’s look at job growth first. Since March 2001, the
beginning of the 2001 recession, the state lost 6,600
jobs on a seasonally adjusted basis. That translates into
a percentage loss of 0.9 percent, measured from March
2001 to June 2003. National jobs are 2.0 percent below
their March 2001 level. Thus, even though the National
Bureau of Economic Research (NBER) believes the U.S.
recession ended in November 2001, the state and the
nation are still struggling to generate job growth.
Why has the state’s labor market performance been
weak? A big reason has been the loss of 7,900 West
Virginia manufacturing jobs. That translates into a per-
centage job loss of 10.7 percent, with most of those job
losses coming in glass, primary metals (including steel),
fabricated metal, and chemical products. Each of these
sectors has been exposed to tremendous domestic and
international competitive pressures, including weak
growth in the U.S. and in major international markets,
especially Europe and Japan, a dramatic appreciation of
the U.S. dollar during the 1997-2002 period, and in-
creasing energy costs, particularly natural gas. In addi-
tion, steel producers in the state have faced increased
competition from domestic firms that have managed to
radically reduce their cost structures (by reducing legacy
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costs) while under bankruptcy protection. Indeed, these pressures likely played a role in
the recent bankruptcy of Weirton Steel Corporation, the fifth largest employer in the
state in 2003.
Compounding these losses have been job declines in construction; trade, transpor-
tation, and utilities; and information. Further, government job growth ground to a halt,
primarily due to reduced state and local job growth, reflecting tight fiscal budgets.
Partially offsetting these job losses since March 2001 have been continued gains in
financial services; professional and business services; education and health care; lei-
sure and hospitality; and other services. However, job gains in professional and busi-
ness services have come at a markedly slower rate since March 2001, reflecting lower
demand for telemarketing/call centers, which are notoriously business-cycle sensitive. In
addition, mining jobs rose from March 2001 levels, reflecting the energy “boomlet” in the
state during the 2000-2001 period.
Even though the state has posted net job losses since March 2001, growth in infla-
tion-adjusted personal income has been steady, primarily due to an acceleration in
transfer payments. In contrast to the state’s steady income gains, national growth
slowed significantly, and this enabled West Virginia to drive the per capita personal in-
come gap down to 23.4 percent in 2002, its lowest level since 1995.
West Virginia’s population stabilized during 2002 (the most recent data we have) at
about 1.8 million, as our negative natural increase (births minus deaths) was balanced
by a small net in-migration.
Finally, the combination of job losses and population stability resulted in an increase
in the state’s seasonally adjusted unemployment rate from 4.8 percent in March 2001 to
6.3 percent in June 2003.
With the national economy expected to gradually improve during the last half of
2003 and into 2004, West Virginia’s growth should improve as well. However, the state’s
growth is likely to be sluggish. The forecast calls for the state to add jobs beginning in
2004 and for annual growth to average 0.8 percent per year through 2008. However,
that growth is expected to be slower than national job gains (1.6 percent per year) and,
as Table 1 shows, it is about the same as job growth rates posted during the last five
years (0.7 percent per year).
Table 1
West Virginia and U.S. Economic Growth
1997 2002 2003 2008 W.Va. U.S. W.Va. U.S.
Total Nonfarm Jobs (000s) 708.1 731.9 732.0 761.5 0.7 1.2 0.8 1.6
Real Per Capita Income ($96) 19,019 21,274 21,555 23,554 2.3 2.2 1.8 2.6
Population (000s) 1,819 1,802 1,803 1,790 -0.2 1.1 -0.1 0.8
Real Gross State Product* ($96 Mil.) 37,668 40,222 40,055 43,197 1.3 2.9 1.5 3.4
Unemployment Rate** (Percent) 6.9 6.1 6.1 5.7 -0.2 0.2 -0.1 -0.1
* S f
1997-2002 2003-2008
Average Annual Growth RatesWest Virginia
Actual Forecast
*U. S. growth rates are for real gross domestic product. Real gross state product for W. Va. for 2002 is forcast data.
** Growth rate is average annual change.
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Most net job growth during the next five years will come in service-providing sectors,
like health care; leisure and hospitality; and professional and business services. The
trade, transportation, and utilities sector is forecast to add jobs during the next five
years, as the location of Cabela’s retail and distribution facilities near Wheeling spurs
activity. Further, continuing federal emphasis on homeland security and related issues
has the potential to spur additional hiring in government and professional services re-
lated to the development of the biometrics sector in the state. However, these job gains
are expected to be partly offset by job losses in coal mining and manufacturing, as these
sectors continue to face significant competitive pressures. Within manufacturing, glass,
primary metals, and chemical products are expected to continue to drop jobs, while
transportation equipment, plastics, and wood products buck that trend and begin to add
jobs during the forecast.
Slow job growth in the state generates correspondingly sluggish income gains, and
the combination of the two produces moderate population losses (due to both negative
natural increase and negative net domestic migration). Overall, the forecast calls for the
state’s per capita personal income gap to begin rising again, with the state falling further
behind the national average. In terms of the unemployment rate, the forecast calls for
the state rate to track the national average, as job gains combine with moderate out-
migration.
Risks to the national baseline forecast are about evenly distributed across pessimis-
tic and optimistic scenarios. Worse-than-expected national performance would generate
worse performance for the state. In addition, the state faces significant risks to its major
industries, particularly the primary metals and chemicals sectors. Further, the federal do-
not-call list poses a risk to the telemarketing/call center segment of the professional and
business services sector, which produced very rapid job growth during the 1990s.
The full forecast publication contains additional data and analysis on the state and
its regional economies. It is available on the Bureau of Business and Economic Re-
search web page at www.bber.wvu.edu. It can also be purchased in hardcopy for $30.
Contact Patricia Bohon at (304) 293-7831 or patricia.bohon@mail.wvu.edu.
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The Economic Performance of
West Virginia’s Statistical Areas
by George W. Hammond, Ph.D.
In the June 2003 West Virginia Business and Economic Review, I discussed the
new definitions for West Virginia’s statistical areas, which have been recently released
by the federal Office of Management and Budget (OMB). It is important to keep in mind
that it will take time for the federal statistical agencies, like the Census Bureau, the Bu-
reau of Economic Analysis, and the Bureau of Labor Statistics, to begin publishing data
based on the new definitions. Data users should be aware that most of the data cur-
rently published by these agencies rely on definitions released in 1990. Here, I will
present and briefly describe data on the economic performance of the state’s statistical
areas (based on the new definitions) and compare them to the state, the nation, and the
state’s non-metropolitan/non-micropolitan areas.
To begin, Table 1 displays per capita personal income, employment growth, unem-
ployment rates, population, and educational attainment for statistical areas with at least
one county in the state. One general conclusion to draw from the table is that the Metro-
Table 1
Economic Performance of West Virginia’s Statistical Areas
Metropolitan Statistical Areas 37,807 4.9 2.0 4.0 6,383,247 1.75 35.8
Charleston MSA 27,609 4.6 1.1 5.7 309,635 0.06 17.9
Cumberland MSA 21,694 4.2 1.2 6.6 102,008 0.04 13.4
Hagerstown-Martinsburg MSA 24,786 4.6 1.8 4.5 222,771 1.46 14.5
Huntington-Ashland MSA 22,047 3.5 0.6 5.6 288,649 0.02 14.9
Morgantown, MSA 23,791 4.6 1.4 3.7 111,200 0.62 26.0
Parkersburg-Marietta MSA 23,686 3.6 0.2 5.8 164,624 0.17 14.7
Washington-Arl.-Alex. MSA 42,156 4.9 2.3 3.6 4,796,183 2.29 42.5
Weirton - Steubenville MSA 22,876 3.9 -0.3 5.0 132,008 -0.76 12.1
Wheeling MSA 23,783 3.9 0.9 5.3 153,172 -0.39 14.6
Winchester MSA 25,924 4.9 2.6 3.3 102,997 2.04 18.3
Micropolitan Statistical Areas 22,220 4.3 1.1 6.2 440,145 -0.01 13.0
Beckley 23,220 4.5 2.0 5.1 79,220 0.31 12.7
Bluefield 22,148 4.1 0.4 5.1 107,578 -0.31 12.7
Clarksburg 23,882 5.1 1.7 5.8 92,144 0.07 14.9
Fairmont 22,230 3.7 0.4 6.7 56,598 -0.11 16.0
Oak Hill 18,998 3.8 0.2 8.6 47,579 -0.08 10.7
Point Pleasant 20,974 4.3 1.1 8.3 57,026 0.16 10.3
Non-Metro/Non-Micro in W.Va. 18,887 4.0 0.1 7.8 496,174 -0.32 10.2
W.Va. 22,862 4.2 0.8 6.1 1,808,344 0.08 14.8
U.S. 30,413 4.6 1.9 5.8 281,421,906 1.24 24.4
Per capita income and employment data are from the U.S. Bureau of Economic Analysis.
Unemployment rate data are from the U.S. Bureau of Labor Statistics.
Population data are from the U.S. Census Bureau.
*Full- & Part-Time Employment
Per Capita
Personal Income
Dollars
2001
Ann. Growth %
1995-2001
Employment*
Ann. Avg. %
2002
Unemployment
Rate Population
Educational
Attainment BA+
Ann. Growth %
1995-2001
Residents
2000
Ann. Growth %
1990-2000
% of Pop. 25+
2000
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politan Statistical Areas (MSAs) tend to have relatively higher levels of income and educational
attainment, while posting lower unemployment rates than do Micropolitan Statistical Areas. In
turn, micropolitan areas tend to do better than do non-metropolitan/non-micropolitan counties,
on average.
As Figure 1 shows, the only statistical area in the state with per capita personal income
above the national average in 2001 is the Washington MSA. All other MSAs and Micropolitan
Statistical Areas in the state post income levels significantly below the national average.
Figure 1
Per Capita Income of West Virginia’s Statistical Areas
2001
Cumberland MSA
Washington-Arlington-
Alexandria MSA
Morgantown MSA
Clarksburg Micro SA
Point Pleasant 
Micro SA
Bluefield
Micro SA
Beckley 
Micro SA
Winchester MSA
Fairmont Micro SA
Charleston 
MSA
Weirton-
Steubenville MSA
Non-Metro/Non-Micro SA
Non-Metro/
Non-Micro SA
Wheeling MSA
Parkersburg-
Marietta MSA
Hagerstown-
Martinsburg MSA
Huntington-
Ashland MSA
Oak Hill
Micro SA
$ 42,156(Washington-Arlington-Alexandria)
$ 22,876(Weirton-Steubenville) to $27,609(Charleston)
$ 18,998(Oak Hill Micro SA) to $ 22,230 (Fairmont Micro SA)
$ 22,862 (W.Va.)
$ 30,413 (U.S.)
$ 18,887 (Non-Metro/Non-Micro SA)
Source: Calculations based on data from U.S. Bureau of
Economic Analysis.
Unemployment rates for the state’s statistical areas are depicted in Figure 2 (next page).
Note that nearly all of our statistical areas post rates below the national average. This reflects
the state’s gradual convergence to the national rate of unemployment during the last 20 years.
That convergence has been achieved, for the most part, by the combination of moderate job
growth combined with slow population growth (or outright population declines).
Finally, Figure 3 (next page) shows educational attainment rates for the state’s statistical
areas. Note the stratospheric educational attainment of the Washington MSA, with 42.5 per-
cent of its residents age 25 and older holding a bachelor’s degree or better. Next highest is the
Morgantown MSA (the only new MSA located completely within state borders), with 26.0 per-
cent of its residents holding a bachelor’s or higher degree. Note also that income levels for
statistical areas tend to rise with educational attainment levels.
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Overall, the state’s metropolitan and micropolitan statistical areas tend to perform bet-
ter in terms of income levels and unemployment rates than do the more rural and isolated
regions. This reflects some of the advantages of larger, more urbanized areas, which tend
to have a more diverse economic base, better educated residents, and better transporta-
tion infrastructure.
Figure 2
Annual Average Unemployment Rate
West Virginia’s Statistical Areas
2002
Washington-Arlington-
Alexandria MSA
Hagerstown-
Martinsburg MSA
Winchester MSA
Cumberland MSA
Morgantown MSA
Fairmont Micro SA
Clarksburg Micro SA
Weirton-
Steubenville MSA
Wheeling MSA
Parkersburg-
Marietta MSA
Point Pleasant 
Micro SA
Charleston 
MSA
Non-Metro/Non-Micro SA
Oak Hill
Micro SA
Beckley 
Micro SA
Bluefield
Micro SA
Non-Metro/
Non-Micro SA
Huntington-
Ashland MSA
6.6%(Cumberland) to 8.6%(Oak Hill Micro SA)
5.8%(Parkersburg-Marietta) & (Clarksburg Micro SA)
3.3%(Winchester)  to 5.7%(Charleston)
5.8%(U.S.)
6.1% (W.Va.)
7.8%(Non-Metro/Non-Micro SA)
Source: Calculations based on data from U.S. Bureau of
Labor Statistics.
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Figure 3
Educational Attainment: Bachelor’s Degree or More
West Virginia’s Statistical Areas
2002
Parkersburg-
Marietta MSA
Point Pleasant 
Micro SA
Charleston 
MSA
Oak Hill
Micro SA
Non-Metro/Non-Micro SA
Beckley 
Micro SA
Bluefield
Micro SA
Non-Metro/
Non-Micro SA
Huntington-
Ashland MSA
Wheeling MSA
Weirton-
Steubenville MSA
Washington-Arlington-
Alexandria MSA
Hagerstown-
Martinsburg MSA
Winchester MSA
Cumberland MSA
Morgantown MSA
Fairmont Micro SA
Clarksburg Micro SA
26.0%(Morgantown) to 42.5%(Washington-Arlington-Alexandria)
14.9%(Huntington-Ashland) to 18.3% (Winchester)
10.3%(Point Pleasant Micro SA)  to 14.7%(Parkersburg-Marietta)
14.8%(W.Va.)
24.4% (U.S.)
10.2%(Non-Metro/Non-Micro SA)
Source: Calculations based on data from U.S. Census Bureau.
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Economic Incidence of  the West
Virginia Taxes on Gasoline and
Special Fuels
by Mehmet S. Tosun, Ph.D., Director, West Virginia Public Finance Program
and
Pavel Yakovlev, BBER Graduate Research Assistant
West Virginia imposes a 20.5 cents per gallon excise tax on gasoline and on special
fuels such as diesel fuel and other gas or liquid products. The state also uses a con-
sumer sales and service and use tax on gasoline and special fuel, also known as the
wholesale motor fuel tax. This tax is based on the average wholesale price of gasoline
and special fuel and is imposed at an effective rate of 4.85 cents per gallon.1
Incidence of  the Gasoline Tax
Tax incidence is defined as the change in the distribution of economic welfare due
to tax policy.  Simply put, tax incidence is about “Who pays the taxes?”  Economists dis-
tinguish between “statutory” and “economic” incidence. The statutory incidence of a tax
is on the taxpayer who is legally liable to remit the tax, while the economic incidence of
the tax is on the people who ultimately pay the tax. While the gasoline tax is generally
imposed on the producer, distributor, or retail dealer by law, the tax is generally consid-
ered to be shifted ultimately to consumers via higher gasoline prices. Various previous
studies that examined the incidence of the gasoline tax also indicate that the gasoline
tax is a regressive tax, meaning that lower income households bear a disproportionately
high burden from the tax.2
An issue of concern in tax incidence estimation is tax exporting, defined as “the pro-
cess by which a tax levied by one jurisdiction is shifted (“exported”) to a taxpayer of an-
other jurisdiction (Phares, 1999).  While tax incidence studies address the question
“who bears the burden of a tax?”, analyses of tax exporting go a step further and ask
specifically whether the ones who bear the burden are state residents.  In other words,
tax exporting is about the geographical incidence of state and local taxes.
This is an important issue in estimating the incidence of state excise and sales
taxes. In Minnesota, 64 percent of the gasoline tax is borne by Minnesota’s consumers,
while 36 percent of the tax burden is exported to the gasoline consumers from other
states (Minnesota Department of Revenue, 2003). Tax exporting can have significant
implications for the accuracy of estimating the gasoline tax incidence in West Virginia.  It
is quite plausible that the residents from bordering states traveling through West Virginia
counties purchase gasoline and pay the West Virginia taxes on gasoline during their
visit. This would make per capita gasoline consumption and the tax payments particu-
larly high in border counties compared to the interior counties. In our comparison of the
interior counties to the border counties, we haven’t observed significantly higher per
1 On January 1, 2001, the wholesale gasoline sales and use tax rate increased from 4.85
cents per gallon to 5.15 cents per gallon. On January 1, 2002, it reverted to 4.85 cents per gallon.
This is the only year since the inception of the tax that the wholesale price of gasoline rose above
97 cents per gallon.
2 See Poterba (1991), Casler and Rafiqui (1993) and Chernick and Reschovsky (1997) for
studies that show the distribution of the gasoline tax by income groups.
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capita gasoline sales in West Virginia border counties.3   Thus, we do not control for the
existence of exporting in our estimates and leave a further examination of the potential
exporting of the gasoline taxes for a future report.
Applied Incidence Methodology
In our estimation, we have used the micro-unit data from the 2000 West Virginia
personal income tax return. These data include the individual federal adjusted gross
income, and comprises not a sample of but all the filed resident tax returns. We have
created ten income groups based on the income brackets used in the Statistics of In-
come for West Virginia from the Internal Revenue Service.4   We then used the 2000
Consumer Expenditure Survey from the Bureau of Labor Statistics to get the general
gasoline consumption patterns for the U.S. and derived a distribution of the total gaso-
line consumption across the ten income groups that we created.  As a final step, we
computed average tax rates for these income groups to determine the tax burdens.  The
average tax rate for each income group was calculated by dividing the total attributed
tax by the total federal adjusted gross income for that income group.
Distribution of  the West Virginia Gasoline and Special Fuel Taxes by
Income Groups
Table 1 shows the distribution of the average adjusted gross income, average gaso-
line consumption, and average gasoline tax burdens across ten income groups in West
Virginia. The gasoline consumption figures come from the Consumer Expenditure Sur-
vey (CES), which cites a survey bias that may increase consumption figures for the low-
est income group.  We see in Table 1 that the average gasoline consumption for the
lowest income group is indeed surprisingly high. The Bureau of Labor Statistics explains
that this could be due to serious income underreporting that lead to unusually high ex-
penditure levels particularly for the lower income consumer units.5   However, average
gasoline consumption rises consistently for all the other income groups.
Since collections of the gasoline tax depend largely upon gasoline consumption,
one can expect to see a biased tax burden estimate for the lowest income group. In fact,
Table 1
West Virginia Gasoline Consumption and Gasoliine Tax Burden by Income Group
Tax Year 2000
Average Adjusted Gross Income ($) 5,351 14,929 24,680 38,005 59,510 85,034 118,274 169,642 323,847 1,150,392
Average Gasoline Consumption ($) 1,013 846  1,145  1,422 1,773 2,051 2,067 2,212 2,273 2,403
Average Gasoline Tax ($) 336 281 380 472 589 681 686  734 754 797
Average Gasoline Tax Rate 6.29% 1.88% 1.54% 1.24% 0.99% 0.80% 0.58% 0.43% 0.23% 0.07%
3 More information, including the results of the regression analysis, on the cross-border ef-
fects of gasoline sales is available from the authors upon request.
4 See the related IRS web site at http://www.irs.gov/pub/irs-soi/00in49wv.xls.
5 Another argument that BLS used is that some consumer units in the lower income classes
may have expenditure levels that are more typical of upper income consumer units.  This would
increase the average expenditure levels of the lower income class.
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this is what Table 1 shows. The average gasoline tax paid by the first income group ap-
pears to be substantially higher than the tax paid by the second income group. Thereaf-
ter, the average tax burden appears to rise consistently from one income group to
another. However, the average gasoline tax rates, which give us the average tax burden
relative to income, indicate that the West Virginia gasoline and special fuel taxes are
very regressive.  In fact, consumers in the bottom income group pay nearly 90 times
more in gasoline taxes as a share of their income than those in the top income group.
Similarly, the average rate for the second lowest income group is about 27 times greater
than the rate for the highest group.  Furthermore, the average gasoline tax rate de-
creases consistently as we move from the bottom to the top income group, confirming
the overall regressivity of the West Virginia gasoline and special fuel taxes.
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